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OATH OR AFFIRMATION

swear or affirm that to the best of my knowledge and belief the

accompaning financial statements and supporting schedules pertaining to the firm of BG Strategic Advisors

LLC as of December 31 2011 are true and correct further swear or affirm that neither the Company nor

any partner proprietor principal officer or director has any proprietary interest in any account classified solely

as that of customer except as follows

Notary Public

This report contains checkW3applicable boxes

Facing page

Statement of Financial Condition

Statement of Income Loss

LI1f

Signature

itle

Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule

15c3-1 and the Computation for Determination of the Reserve Requirements Under Exhibit of Rule

5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to

methods of consolidation

An Oath or Affirmation

copy of the SICP Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of

the previous audit

KATHERINE DONOHUE
MY COMMISSION EE035529

EXPIRES November 02 2014

flk

L1n

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



DaszkalBokon LLP
CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Managing Member
BG Strategic Advisors LLC

Palm Beach Florida

We have audited the accompanying statement of financial condition of BG Strategic Advisors LLC the

Company as of December 31 2011 and the related statement of income and members equity and cash

flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of

1934 These financial statements are the responsibility of the Companys management Our responsibility is

to express an opinion on these financial statements based on our audits

We conducted our audit in accordance with the auditing standards of the Public Company Accounting

Oversight Board United States Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement An audit

includes examining on test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles used and significant estimates made

by management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of BG Strategic Advisors LLC as of December 31 2011 and the results of its operations and its cash

flows for the year then ended December 31 2011 in conformity with U.S generally accepted accounting

principles

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in the supplementary information is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information required

by Rule 17a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the

auditing procedures applied in the audit of the basic financial statements and in our opinion is fairly stated in

all material respects in relation to the basic financial statements taken as whole

tv LP

Boca Raton Florida

February 13 2012

2401 NW Boca Raton Boulevard Boca Raton Florida 33431-6632 561.367.1040 561.750.3236

4455 Military Trail Suite 201 Jupiter Florida 33458-4843 561.622.8920 561.624.1151

490
Sawgra.ss Corporate Parkway Suite 200 Sunrise Florida 33325-6254 t954.974.3544 954.974.3680

PCAOB Registered
wwwdaszkalbolton.com

Affiliated Offices
Worldwide



BG STRATEGIc ADvisoRs LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Current assets

Cash and cash equivalents 506931

Accounts receivable 98753

Other current assets 8086

Total current assets 613770

Property and equipment net 43917

Deposits 10000

Total assets 667687

LIABILITIES AND MEMBERS EQUITY

Current liabilities

Accounts payable and accrued expenses 72442

Deferred revenue 216515

Note payable current 18163

Other current liabilities 3879

Total current liabilities 310999

Long-term debt

Note payable 12199

Members equity 344489

Total liabilities and members equity 667687

See accompanying notes to financial statements
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BG STRATEGIc ADVISORS LLC

STATEMENT OF INCOME AND MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2011

Revenues

Consulting income 549700

Success fees 2567761

Other income 302847

3420308

Operating expenses

Conference and marketing 213507

Insurance 5623

Employee ancillary expenses 42392

Professional fees 211367

Rent and utilities 84141

Travel and Entertainment 70163

Salaries and wages 1032285

General and administrative 76142

Recovered bad debt expense 6664
Other expenses 18328

Total operating expenses 1747284

Operating income 1673024

Other income expense

Tax exempt dividends 13536

Gain on sale of bond funds 6568

Depreciation 24012

Total other income 3908

Net income 1669116

Members equity beginning of the year 2337959

Distributions to member 3662586

Members equity end of the year 344489

See accompanying notes to financial statements
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BG STRATEGIC ADvISORS LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2011

Cash flows from operating activities

Net income 1669116

Adjustments to reconcile net income to net cash provided in

operating activities

Depreciation expense 24012

Gain on sale of bond funds 6568

Increase decrease in

Accounts receivable 270

Other assets 8086

Deposits 1847

Increase decrease in

Accounts payable and accrued liabilities 8297
Deferred revenue 13552

Other current liabilities 26945

Net cash provided by operating activities 1631620

Cash from investing activities

Proceeds from sale of bond fund 1992792

Net cash provided by investing activities 1992792

Cash from financing activities

Increase in due from affiliates 100751

Payments on note payable 19419

Distributions to member 3054788

Net cash used in financing activities 3174958

Net decrease in cash 449454

Cash beginning of year 57477

Cash end ofyear 506931

Supplemental disclosure of cash flow information

Interest paid
479

Taxes paid

Schedule of Noncash Financing Transactions

Asset financed through note payable 49781

Non-cash distributions 607798

See accompanying notes to financial statements
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BG STRATEGIC ADvISORS LLC

NOTES TO FINANCIAL STATEMENTS

NOTE DESCRIPTION OF BUSINESS

BG Strategic Advisors LLC the Company is national securities broker-dealer duly registered with the

United States Securities and Exchange Commission SEC the Securities Investor Protection

Corporation Financial Industry Regulatory Authorities FINRA and the State of Floridas Division of

Banking and Finance In January 2009 BG Strategic Advisors Inc the Companys Managing Member

acquired Botsford Associates LLC West Palm Beach based investment bank and FINRA

member and combined its assets and operations with those of the Company

The Company provides investment banking services to its clients It helps companies to develop and

implement growth strategies in the transportation warehousing logistics and supply chain sectors The

services of the Company include merger and acquisition advisory services private placements

consolidations corporate spin-offs joint ventures and other financial transactions As fully disclosed

broker-dealer the Company does not hold customer funds or safekeep customer securities

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect certain reported amounts and

disclosures Accordingly actual results could differ from those estimates

Cash Equivalents

The Company considers all highly liquid debt instruments with original maturities of three months or less

when acquired to be cash equivalents

Revenue Recognition

The Company generates income from services to provide general business strategy consulting business

valuations and corporate finance services Contracts for these services have different terms based on the

scope deliverables and complexity of the engagement which require management to make judgments

and estimates in recognizing revenue The Company is compensated on contracts principally through time

and material arrangements cost-reimbursable plus fee arrangements and fixed price and contingent fee

arrangements

Revenue for general business consulting services is recognized as work is performed and amounts are

earned The Company considers amounts to be earned once evidence of an arrangement has been

obtained services are delivered fees are fixed or determinable and collectability is reasonably assured

For these types of arrangements the Company recognizes revenue over the period of performance

Depending on the specific contractual provisions and nature of the deliverable revenue may be

recognized on proportional performance model based on level of effort as milestones are achieved or

when final deliverables have been provided Revenue arrangements entered into with the same client that

are accounted for under Financial Accounting Standard Codification ASC 605-25 are accounted for on

combined basis when they are entered into at or near the same time unless it is clearly evident that the

contracts are not related to one another

Billings in excess of revenue recognized for which payments have been received are recorded as

deferred revenue until the applicable revenue recognition criteria have been met

-6-



BG STRATEGIc ADvIsoRs LLC

NOTES TO FINANCIAL STATEMENTS

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING PoucIEs CONTINUED

Property and Equipment
The Companys property and equipment are carried at cost and depreciated using the straight-line

method over the estimated economic useful lives of the assets

Date of Management Review

The Company evaluates events and transactions occurring subsequent to the date of the financial

statements for matters requiring recognition or disclosure in the financial statements The accompanying
financial statements consider events through February 13 2012 the financial statement re-issuance date

NOTE FAIR VALuE OF FINANCIAL INSTRUMENTS

The Company measures the financial assets in three levels based on the markets in which the assets and

liabilities are traded and the reliability of the assumptions used to determine fair value These levels are

Level Valuations for assets and liabilities traded in active exchange markets or interest

in open-end mutual funds that allow company to sell its ownership interest back at net

asset value NAy on daily basis Valuations are obtained from readily available pricing

sources for market transactions involving identical assets liabilities or funds

Level Valuations for assets and liabilities traded in less active dealer or broker markets
such as quoted prices for similar assets or liabilities or quoted prices in markets that are not

active Level includes U.S Treasury U.S government and agency debt securities and

mortgage-backed securities Valuations are usually obtained from third party pricing

services for identical or comparable assets or liabilities

Level Valuations for assets and liabilities that are derived from other valuation

methodologies such as option pricing models discounted cash flow models and similar

techniques and not based on market exchange dealer or broker traded transactions

Level valuations incorporate certain assumptions and projections in determining the fair

value assigned to such assets or liabilities

The availability of observable inputs can vary from instrument to instrument and in certain cases the inputs

used to measure fair value may fall into different levels of the fair value hierarchy In such cases an

instruments level within the fair value hierarchy is based on the lowest level of input that is significant to the

fair value measurement The Companys assessment of the significance of particular input to the fair value

measurement of an instrument requires judgment and consideration of factors specific to the instrument

As of December 31 2011 the Companys cash equivalents include money market securities These
securities are valued utilizing quoted market prices for identical instruments and are thus categorized in Level

of the fair value hierarchy

-7-



BG STRATEGIC ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS

NOTE ACCOUNTS RECEIVABLE

The Company bills for its work using negotiated contracts The Company provides for credit losses based

on managements evaluation of collectability based on current and historical performance of the

customer Accounts Receivable Accounts receivable are presented net of an allowance for doubtful

accounts

NOTE PROPERTY EQUIPMENT

Property and equipment consist of the following at December 31 2011

Office equipment 26979

Furniture and fixtures 1711

Vehicles 105193

Property and equipment 133883

Less accumulated depreciation 89966

Property and equipment net 43917

Depreciation expense was $24012 for the year ended December 31 2011

NOTE 6LONG TERM DEBT

Long term liabilities consist of the following at December 31 2011

0.9% note payable to .ehicle financing company $1530 principal

and interest payable monthly last payment due August 2013

secured with .ehicle with net book value of $38921 30362

Less current portion 18163

Total 12199

Annual maturities of long term debt liabilities for the next five years are as follows

year ending December 31 Amount

2012 18163

2013 12199

2014

2015

2016

Thereafter

30362

-8-



BG STRATEGIC ADvISORS LLC
NOTES TO FINANCIAL STATEMENTS

NOTE LONG TERM DEBT CONTINUED

Interest paid on long term liabilities during the year ended December 31 2011 was $361 which is

included under other expenses in the statement of income and members equity

NOTE CoNCENTRATIONS OF CREDIT Risk

The Company maintains bank account at one financial institution The account is proprietary account

of an introducing broker/dealer PAIB held by clearing broker/dealer The account balance is insured

by the Federal Deposit Corporation FDIC up to $250000 Accounts held at brokerage firms are

insured by the Securities Investor Protection Corporation S1PC up to $500000 At December 31

2011 6931 exceeded the FDIC and SIPC insured limits

NOTE 8INcoME TAXES

As limited liability company the Company is treated as partnership for Federal and State income tax

purposes Under subchapter of the Internal Revenue Code the Companys member is taxed separately

on the distributive share of the Companys income whether or not that income is actually distributed

Accordingly no provision for income taxes has been recorded in the accompanying statement of

operations for the year ended December 31 2011

NOTE RELATED PARTY TRANsACTIONS

During 2011 the Company incurred net costs of $100751 on behalf of Cambridge Capital an entity

owned by the Managing Member Related party receivables in the amount of $607798 due to the

Company from Cambridge Capital were settled through non-cash distribution to the Managing Member

NOTE 10 COMMITMENTS AND CONTINGENCIES

From time to time the Company is subject to threatened and asserted claims in the ordinary course of

business Because litigation and arbitration are subject to inherent uncertainties and the outcome of such

matters cannot be predicted with certainty future developments could cause any one or more of these

matters to have material impact on the Companys financial condition results of operations or liquidity in

any future period

NOTE 11 LONG-TERM INCENTIVE AND COMPENSATION PLAN

During 2009 the Company adopted Long-term Incentive and Compensation Plan the Plan under

which 1900000 shares were granted and 275000 shares were vested as of December 31 2011 In

accordance with the Plan the incentive shares are redeemable and possess contractual right to

participate in the value of the Company upon the occurrence of liquidity event as defined under the

terms of the Plan No value has been assigned to the shares granted or vested due to the contingent

nature of the shares awarded

NoTE 12 NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule Rule

15c3-1 which requires the maintenance of minimum net capital and requires that the ratio of aggregate

indebtedness to net capital both as defined shall not exceed 15 to The Company was in compliance

with its net capital requirements at December 31 2011

-9-



BG STRATEGIc ADvisoRs LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 12 NET CAPITAL REQUIREMENTS CONTINUED

At December 31 2011 the company had net capital of $173594 which was $152047 in excess of the

required net capital of $21547 The companys ratio of aggregate indebtedness to net capital computed
in accordance with Rule 5c3-1 was 1.9 to

10-
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BG STRATEGIC ADvIsoRs LLC

SCHEDULE COMPUTATION AND RECONCILIATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2011

Net capital

Total members equity

Deduction and/or charges

Non-allowable assets

Accounts receivable

Property and equipment net

Other current assets

Deposits

Haircuts

344489

98753

43917

8086

10000

10139

Net capital

Minimum net capital required 2/3% of aggregate indebtness included

in the balance sheet or $5000 whichever is greater

173594

21547

Excess net capital

Aggregate indebtedness

Aggregate indebtedness as included in the

Statement of Financial Condition

Ratio of aggregate indebtedness to net capital

Reconciliation

Reconciliation with Companys computation included in Part II of Form

X-1 A-5 as of December 31 2011

Net capital as reported in Companys Part II

Audit adjustments

Net capital per December 31 2011 audited report

152047

323198

186.18%

There are no material differences between the computation of net capital per the amended FOCUS

report at December 31 2011 as compared to the computation of net capital as shown above

173594

173594

12



BG STRATEGIc ADvisoRs LLC

SCHEDULE II SUPPLEMENTARY INFORMATION PURSUANT TO

RULE 17a-5 OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31 2011

BG Strategic Advisors LLC is claiming exemption under the provisions of SEC rule 15c3-3K2i
Therefore the following reports are not presented

Computation for Determination of Reserve Requirement under Rule 15c3-3

Information Relating to the Possession or Control Requirements under Rule 5c3-3

-13-



DaszkalBokon LLP
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON

PROCEDURES RELATED TO AN ENTITYs SIPC ASSESSMENT RECONCILIATION

To the Managing Member
BG Strategic Advisors LLC

Palm Beach Florida

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
General Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2011 which were agreed to by BG Strategic Advisors LLC the
Company and the Securities and Exchange Commission Financial Industry Regulatory Authority Inc
and SIPC solely to assist you and the other specified parties in evaluating the Companys compliance

with the applicable instructions of the General Assessment Reconciliation Form SIPC-7 The

Companys management is responsible for the compliance with those requirements This agreed-upon

procedures engagement was conducted in accordance with attestation standards established by the

American Institute of Certified Public Accountants The sufficiency of these procedures is solely the

responsibility of those parties specified in this report Consequently we make no representation

regarding the sufficiency of the procedures described below either for the purpose for which this report

has been requested or for any other purpose The procedures we performed and our findings are as

follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31
2011 as applicable with the amounts reported in Form SIPC-7 for the year ended December 31
2011 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules noting no

differences and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such and opinion Had we
performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

2srak I4
Boca Raton Florida

February 13 2012

2401 NW Boca Raton Boulevard Boca Raton Florida 33431-6632 561.367.1040 561.750.3236

4455 Military Trail Suite 201 Jupiter Florida 33458-4843 561.622.8920 561.624.1151

490 Sawgrass Corporate Parkway Suite 200 Sunrise Florida 33325-6254 t954.974.3544 954.974.3680

Affiliated Offices
WorldwidePCAOB Registered wwwdaszka1bo1ton.com



SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 2OOO-215

202-37183O0

General Assessment Reconciliation

For tile tiocol year ended Decener31 2Q11

Read crrretully the Inalrircllorie in your Working Copy betore corirpleling flits Forts

TO BE FILED BY ALL S1PC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month irr which fiscal year ends for

purposes at the audit requirement ol SEC Flute 17a-5

IStrategc Advisors LLC

525 South Flagler Drive Suite 200

West Palm Beach FL 33401

Name and telephone number of person to contact

respecting this form

Susanne Cavallara 954-610-7189

General Assessment item 2e from page

less payment made with SIPC-6tiled exclude inferest

07/28/2011

Dote Paid

less
prior ovetpajtsent applied

Assessment balance due or ioverpaymenl

Interest computed on late payment see instruction tor_._days at 20% per annum

Total asoesoment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be sanre as above 7263.42

Overpayment carried torward $___________________________

7826.29

562.87

7263.42

7263.42

SubsidiarIes iS and predeoessrs P1 included in ibis form give name arid 1954 Act registration riurrberf

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct __________________________________________________________________

and complete

Dated the 13 day at February 20J Managing Director

This fotm end the assessment payment is due 60 days alter the end at the tisoal year Retain the Working Copy of this term

tot period of not less than years the latest years In an easily accessible place

Dates __________ __________
Postmarked ReceIved

IM

Calculationo ________

Esceptiona

Disposition ci ezcepiieris

Reviewed

Documentation _________ Forward Copy

$Ipc-7

33.REV 7fl0

SIPC-7

33REV 7i10

C3

Note If any of the information shown on the mailing tabel

requires correction please emaii any orrotions to

lorm@sipc org and no indicate an the farm filed

-J

BC
Strate4c

Advisors LLC

Hr cc

Jrair
ltSir5 0I cirr rçInhi0li

otrouur Stgrflu it

-15-



DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

turn No
Total venue FOCli tne t2Part IA ne Coule 4030

21 M4Itton

Total revnucs font the securities business ol subsidierles eecepl tornign su1sldiertesi arid

predecessors not Included ditove

12 Net loss horn principal transactions In securIties in ttedtng accounts

t3 Net loss troni principal transactions In cornnrodtttes rn trauilnq accounts

14 Interest and dividend expense deducted In deierrnlntn0 rear 2a

$5 Net lasS torn inalrayeltienil at xi patllclpuliaii In tire uind wiltitly ol dlstilhutlon at srccunlllex

Lepenisex
alinet titan

adlerllsin1j petnitling fegislialton
iee eftid let teens deriucleni in deternrlnIery ei

profIt trace manaenlent cit or parnialpallon In urrelerwritlerd or dtslrtbutkun at unties

$7 Net loss trrcni securities In Investniucnt accounts

Total addilloos

2c DeductIons

$1 Revenues ironi ttw distributIon 01 s1arcs cit rc0lstcred cipir end inestucnI company on unit

tnwestinent trust tram tIne sale ol variable annuItIes Ironi Pc bustriess at Insurance trom tnvestnrent

advIsory servtces rendered to relstered tnvestunant conrpantes or Insuraltee compare separate

accounts and trout transactions to
security

futures products

Revenues inert curamodily Irtierasolloens

$3 cuuueuuissiouis Ituat
biokencyc

scud ckararice
paid

to oilier IPt uncut hens in corinlenellun with

securities teaursactionis

$4 Retniburseixenls tot
poslaun

in connection With
pruny sntlcltettnni

$5 Net nln trout securities in tnnCshnent accounts

$6 100% cit cotnrnlsslons and markups corned Iron transantions to certiticaics cit deposit arid

II Treasury bllts bankers acceptances or counaterolat paper that nature nine tuonthis or tess

treat Issuance data

Otreet expenses 01 printIng adxerltstng and eliot tees incurred In connection etch other resenue

retated to the securIties business cresenue dettoed
by

Section l1JcI ci the Acti

tO Ottrei reveinue nut reiId either directly or indireelly
to lire securities busiruss

sue tnstntnculun

SIPC Deductions Conference Income Anerkran Express credit card
Slgrn.on

bonus 3k

Amounts for the fiscal period

beinnireg
01101 20

cod endun 12131 2Ojj
Eliminate cents

3440533

6568

302847

$9 Total Interest end divIde rid expense FOCUS Line 22IPART IA line 13

Code 4075
ptis

line 2b4 abovel but not in excess 601
ot total Interest and dividend income $________

It 40% cit

rnargtn
Interest earned an dustonters securities

accounts 40% ot FOCUS tIne Code 3000 $_______

Enter the lirealer ci tine or it

total deductions

1d SlIG huh Operatintd RCvenucs

2e Cenersi AssessInuerIt .0025

601

310016

3130517

7826.29

to page tine 2A

16
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DaszkalBokon LLP
CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

To the Managing Member
BG Strategic Advisors LLC

Palm Beach FL

In
planning and performing our audit of the financial statements and supplemental schedules of BG

Strategic Advisors LLC the Company as of and for the year ended December 31 2011 we
considered the Companys internal control including control activities for safeguarding securities in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial

statements but not to express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made
study of the practices and procedures followed by the Company including consideration of control

activities This study included tests of compliance with such practices and procedures that we considered

relevant to the objectives stated in rule 17a-5g1 in making the periodic computations of aggregate
indebtedness or aggregate debits and net capital under rule 17a-3a11 and determining
compliance with the exceptive provisions of rule 15c3-3 Because the Company does not

carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System
and

Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 5c3-3

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates
and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g1 lists additional

objectives of the practices and procedures listed in the preceding paragraph
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REPORT ON INTERNAL CONTROL REQUIRED BY SEC RuLE 7a-5

CLAIMING AN EXEMPTION FROM SEC RULE 5c3-3

Continued from previous page

Because of inherent limitations in internal control or the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily disclose all matters in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on rule 17a-

5g1 under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used by anyone other than these specified parties

Boca Raton Florida

February 13 2012
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